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DepaaTmenT of Pustic UTiuimies
Financiar Operations Division

B

19 December 2011

Mr. Michael Murphy

Regional Director

Piedmont Regional Office
Department of Environmental Quality
4949-A Cox Road

Glen Allen, Virginia 23060

Re:  City of Richmond Virginia Special Order by Consent and VPDES Permit
VA0063177, 2009 Compliance and Progress Report

Dear Mr. Murphy:

In compliance with SECTION A .4 of the STATE WATER CONTROL BOARD
ENFORCEMENT ACTION SPECIAL ORDER BY CONSENT (Order) ISSUED TO
THE CITY OF RICHMOND, Permit No. VA0063177, effective 17 March 2005, please
accept this Compliance and Progress Report (Report) describing progress made in the
previous fiscal year in controlling Combined Sewer Overflows (CSOs) and plans for
further implementation of the Long Term Control Plan (LTCP) in the near and long term
future. This Report contains all the elements required in SECTION A 4. listed in the
Order as follows:

“1. An independent rate consultant report that includes schedules and other material
designed to demonstrate compliance with the above funding and spending criteria. At
a minimum, the independent rate consultant’s report will include:
a. A schedule of sewer rates and charges in effect during the year and an
explanation of any changes in the sewer rates and charges during the year;
b. A schedule that calculates the current year annual sewer bill for a
residential customer with a 7 ccf average monthly sewer use and the
percentage of such bill to median household income in the City;
¢. A schedule detailing sewer related revenues, operation and maintenance
expenses, net revenues, debt service, reserve funds and the sewer debt
service coverage ratio for the previous year;
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d. A schedule detailing amounts borrowed, grants, and other sources of
capital funds, and the amount of capital funds obligated for water quality
projects during the previous year; and,

e. Aschedule displaying the industrial rate structure and progress toward the
goal of parity between industrial and residential rates.

2. An accounting of all sums expended on implementation of specific CSO projects
contained in the LTCP in the previous fiscal year and in each fiscal year since the
effective date of this Order.

3. An accounting of all sums obligated in the current fiscal year, and funds projected
to be obligated within the next five years for implementation of specific CSO projects
contained in the LTCP,

4. A narrative report of the status of each CSO project identified in the LTCP
including projected completion dates contingent upon funding availability.

5. A status report of progress being made in procuring state and federal grants and low
interest loans for the purpose of implementing specific elements of the LTCP.”

COMPLIANCE STATEMENT

Based on information referenced in Attachment No. 1 (Exhibits 1 through 3) of this
Report, we confirm to you the following:

1. Effective July 1, 2011, the sewer rates and charges were adjusted in accordance

with Section A.1 of Appendix A to the CSO Special Order dated March 17, 2005.

See Exhibit 1 for a summary of the sewer rate changes for the most recent five
year period.

2. AsofJuly 1, 2011, the annual sewer bill for residential customers with 7 ccf of
average monthly sewer use was 1.33% of MHI for the City of Richmond. See
Exhibit 2 for details. The Order requires the City to increase sewer rates such
that the annual sewer bill for a typical residential customer with 7 ccf of average
monthly sewer use will be at least 1.25% of MHI by March 17, 2010. As shown
on Exhibit 1, rate increases over the last four years have averaged 5.5% during a
period when the Consumer Price Index (CPI) has averaged 2.09% per year.
Sewer rates for residential customers were less than rates charged to Commercial
and Industrial customers. See Exhibit 1 for details.

3. For the year ended June 30, 2011, the debt coverage ratio in the City’s Sewer
Fund was 1.40 compared with the 1.75 maximum limit stipulated in the Special
Order. See Exhibit 3 for details.



4.

During the year ended June 30, 2011, the City obtained the following capital
funds that were used for CSO and water quality project appropriations.

Revenue bonds $21,558,412
Grants/Construction-in-Aid funds 10,723,047
Working capital transfers -0

Total $32.281.486

Attachments No. 2 through No. 4 provides a status report on information required by the
Order in Sections A.4.2. through A.4.5. Attachment No. 3 does not include the City of
Richmond’s flood wall operating costs.

As required by the Order, the City agrees to meet with the Department in December,
2005, and every December thereafter, to discuss the status of the CSO projects required
under this Order. By way of this letter, the City requests such a meeting with the
Department. Please contact this office to schedule the meeting at a mutually convenient
date and time.

DPU

Robert Steidel
Director Department of Public Utilities

Christopher Beschler, Deputy Chief Administrative Officer, City of Richmond —

Fred Burke, Acting Utilities Comptroller, City of Richmond - DPU
Willie Horton, Deputy Director - DPU

Walter Gills, Program Director, DEQ - Headquarters

Emilee Carpenter, DEQ — PRO, Water Permit Writer Senior

Frank Lupini, DEQ — PRO, Senior Enforcement Specialist
Gregory O’Halloran, City of Richmond

Federico Maisch, Greeley and Hansen

File



Attachments

Attachment No. 1
(SECTION A.4.1.) An independent rate consultant report and Exhibit 1, Exhibit 1a,
Exhibit 1b, Exhibit 2 and Exhibit 3.

Attachment No. 2

(SECTION A .4.2.) An accounting of all sums expended on implementation of specific
CSO projects contained in the LTCP in the previous fiscal year and in each fiscal year
since 17 March 2005 and, Exhibit 4.1 and Exhibit 4.2.

Attachment No. 3

(SECTION A .4.3.) An accounting of all sums obligated in the current fiscal year, and
funds projected to be obligated within the next five years for implementation of specific
CSO projects contained in the LTCP and Exhibit 5.

Attachment No. 4

(SECTION A4.4. and SECTION A .4.5.) A narrative report of the status of each CSO
project identified in the LTCP including projected completion dates contingent upon
funding availability and a status report of progress being made in procuring state and
federal grants and low interest loans for the purpose of implementing specific elements of
the L'TCP.




Independent Accountants' Reporton
Applying Agreed-Upon Procedures

Chief Administrative Officer
City of Richmond, Virginia

and,

Commonwealth of Virginia
Department of Environmental Quality

We have performed the procedures enumerated below, as promulgated in the Commonwealth of
Virginia Department of Environmental Quality's {DEQ) Consent Order, Section A.4.1, solely to assist in
evaluating the financial data that the City's DEQ Compliance Letter (the Letter) specifies as having been
derived from the City of Richmond, Virginia (City) Department of Public Utilities (DPU} financial records.
This agreed upon procedures engagement was performed in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of the specified users of this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose.

As requested, we have performed the following agreed-upon procedures:

1. With respect to the amounts included in Exhibits 1 and 1a of the Letter, we agreed the rate amounts
per the exhibits for each year to the related City Ordinances. Additionally, for all years presented,
the residential customers' rates were less than the commercial and industrial customers' rates.

2. With respect to the amounts included in Exhibit 2 of the Letter, we performed the following:

a.

Agreed the effective rate and monthly service charge per the exhibit to the related City
Ordinances;

Agreed the 2000 Median Household Income {MHI) amount per the exhibit to the United
States Census Bureau's Summary Social, Economic, and Housing Characteristics report Table
13 -Household Income, and the Consumer Price Index (CPl) percentage per the exhibit to
the United States Department of Labor Bureau of Labor Statistics Consumer Price Index — All
Urban Consumers - U.S. City Average report; and

Re-performed the calculations and footed the amounts per the exhibit and found them to
be mathematically accurate.

3. With respect to amounts included in Exhibit 3 of the Letter, we performed the following:

a.

Agreed all respective revenue amounts listed per the exhibit to the City Department of
Public Utilities' (DPU) reconciliation to the Comprehensive Annual Financial Report (CAFR)
for each fiscal year presented;

Agreed all respective expense amounts per the exhibit to the DPU's reconciliation to the
City's CAFR for each fiscal year presented; Agreed the respective debt service amounts per
the exhibit to the City's general ledger for each fiscal year presented; and



¢. Recalculated the respective revenue bond amounts, added to the debt service balance, per
the exhibit, as 115% of the City's total revenue bonds outstanding at each fiscal year end, as
required by the DEQ Consent Order.

4. With respect to amounts included in item 5 of the “"Compliance Sheet” section of the Letter, we
performed the following:
a. Agreed the "Grants/Construction-in-Aid funds" to the City's CAFR for June 30,2011, and
b. Agreed the total balance noted $32,281,486 to Exhibit 4.2 of the letter and recalculated the
"Revenue Bonds." Recalculated the "Working Capital Transfer" balance as the difference
between the total amount and the amounts for "Revenue Bonds" and "Grants/Construction-
In-Aid."

We were not engaged to, and did not perform an audit, the objective of which would be the expression
of an opinion on the specified elements, accounts, or items. Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you. This report relates only to the items specified above and does
not extend to any other items or financial statements of the City, taken as a whole.

This report is intended solely for the information and use of City management and the Virginia
Department of Environmental Quality, and is not intended to be and should not be used by anyone
other than these specified parties.

Cienny, Bedaect ¢ Httancl., LLP

Richmond, VA
December 19,2011



COMPLIANCE

Based on the information included in Exhibits 1 through 3 of this report, we confirm to you the

following:

1.

Effective July 1, 2011, the sewer rates and charges were adjusted in accordance with Section A.1 of
Appendix A to the CSO Special Order dated March 17, 2005. See Exhibit 1 for a summary of the sewer
rate changes for the most recent five year period.

As of July 1, 2011, the annual sewer bill for residential customers with 7 Ccf of average monthly sewer
use was 1.33% of MHI for the City of Richmond. See Exhibit 2 for details. The Special Order requires
the City to increase sewer rates such that the annual sewer bill for a typical residential customer with 7
Ccf of average monthly sewer use will be at least 1.25% of MHI by March 17, 2010. As shown on Exhibit
1, rate increases over the last four years have averaged 5.5% during a period when the Consumer Price
Index (CP) has averaged 2.09% per year.

Sewer rates for residential customers were less than rates charged to Commercial and Industrial
customers. See Exhibit 1 for details.

For the year ended June 30, 2011, the debt coverage ratio in the City's Sewer Fund was 1.40 compared
with the 1.75 maximum limit stipulated in the Special Order. See Exhibit 3 for details.

During the year ended June 30, 2011, the City obtained the following capital funds that were used for
C80 and water guality project appropriations.

Revenue bonds 21,558,412
Grants/Construction-in-Aid funds 10,723,074
Working capital transfers 0

Total $32,281,486
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PROJECT APPROPRIATIONS

Projects are normally appropriated at the beginning of each fiscal year when the City’s
Capital Improvement Program (CIP) is approved by the City Council. City staff is
authorized to expend money on individual projects after project construction bids are
received and approved. Since July 1, 2000, the City has expended, authorized and
appropriated $717,573,422 for CSO and other water quality projects. A summary of

these amounts 1s shown below:

CSO Water Quality Total
Prior to FY 2007 Expenditures $126,547,311 $88,104,077 $214,651,388
FY 2007 Expenditures 928,670 21,949,678 22,878,348
FY 2008 Expenditures 2,415,262 33,035,113 35,450,375
FY 2009 Expenditures 3,833,950 25,206,248 29,040,198
FY 2010 Expenditures 6,717,831 40,860,279 47,578,110
FY 2011 Expenditures 5,648,714 26,632,772 32,281,486
Unexpended Authorizations 20,863,127 204,227,390 225,090,517
Appropriations to be Authorized 6,300,000 104,303,000 110,603,000

Totals

$173,254,865

$544,318,557

$717,573,422

Exhibit 4 contains an itemization of project expenditures and unexpended authorizations
from July 1, 2000 to June 30, 2011. Unexpended authorizations represent the remaining
budgets on projects under construction at June 30, 2011. Appropriations to be authorized
represent approved CIP amounts that have not been authorized for specific projects at
June 30, 2011. This occurs because project bids cannot always be received and approved
in the same year that projects are appropriated.
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